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TO OUR STOCKHOLDERS 


On behalf of the Board of Directors, I present herein the Annual Report of your Company, in- 
cluding Consolidated Balance Sheet as at December 31, 1942, and Statements of Profit and Loss and 
Surplus Accounts for the year 1942, as reported upon by our Accountants, S. D. Leidesdorf & Company. 


Operating Results 


Shoe sales for 1942 amounted to $36,224,180, and sales of hosiery, handbags and accessories 
amounted to $9,728,028, making total net sales of $45,952,208 for the year, he highest for any year in 
the history of the company and exceeding 1941 volume by $12,338,452, or 36.71%. 


The comparative results for 1942, 1941 and 1940 are as follows: 


1942 1941 1940 
Net profit before federal taxes....................---..--- $4,132,055 $2,536,460 $1,453,200 
Provision for income excess profits, and 
GRDial MEOGK TOROB <2 --1nncncencencereccsencsescnsiesis 3,131,148 1,230,780 411,977 
Net profit after federal taxes..................--.--.--- $1,000,907 $1,305,680 $1,041,223 


After providing for dividends paid on preferred stock, earnings per common share amounted to 
$2.21 as compared with $3.15 for 1941. Provision for 1942 federal taxes includes a post-war credit of 
$248,116, which has been set up as a reserve for contingencies. This has the effect of reducing earn- 
ings on common stock by 64¢ per share. 


As above indicated, taxes are continuing to rise substantially. Payment of such taxes is one of your 
company’s contributions to our country’s needs in its all out war effort. In anticipation of the effect 
of taxes and other governmental war emergency restrictions and controls, your Board of Directors 
deemed it necessary to adjust the quarterly dividend rate on common stock. Total dividends paid during 
1942 on the common stock were $1.25 per share as compared with $1.70 per share during 1941. Includ- 
ing dividends of $150,000 on preferred stock in 1942 as against $91,896 in 1941, aggregate dividend dis- 
bursements in 1942 amounted to $630,976, compared with $746,024 in 1941. 


Financial Condition 

Your company has continued to maintain a strong financial position as shown by the Balance Sheet. 
The amount of $1,983,612, representing U. S. Tax Savings Notes, has been applied against the tax lia- 
bility. Other U. S. Government securities owned are included under Current Assets. Total cash and U.S. 
Government securities exceeded total liabilities. Your company has no bank loans or funded debt. 

The net working capital at December 31, 1942, amounted to $5,788,493, an increase of $433,461 for 
the year. 

Inventories amounted to $5,668,365 as compared with $4,432,299 at the close of 1941. The increase 
involves higher unit costs and normal requirements consistent with increased sales volume. 

As in previous years, inventories were valued at the lower of cost or market, based upon average 
cost values: with respect to the various retail lines carried. Seasonal and style merchandise which is 


appraised at retail values lower than the original retail prices applicable to the respective price lines 
is priced below cost so as to yield the normal margin of gross profit. 


Effect of War Conditions 


Through national retail organizations, your company along with other chain store groups and re- 
tailers generally have made an approach to the O. P. A. to change the price freezing order of March, 
1942, as still in effect, to an equitable mark-up basis. Some formula of this kind we feel is now having 
O. P. A. consideration, and we hope the inequities and hardships of the price freezing order, as now 
existing, will soon be lifted in favor of an equitable mark-up method. 

Only by reason of our increased sales volume, thereby reducing somewhat our operating percentage 
cost, and at the same time succeeding in merchandising with somewhat less mark-downs, were we able 
to offset in some degree the continued squeeze we have been experiencing under the present price freez- 
ing order. 

The shoe industry has also been dealt a severe blow by the shoe rationing order, and the brunt of 
this order is being severely felt in particular by the low and popular price women’s shoe distributors, 
of which, as you know, your own company is one of the leaders in this field. 


It is well to understand that the shoe rationing order was inevitable due to the mounting shortage 
of raw materials and governmental requirements. Nevertheless, the present rationing order does carry 
with it certain inequities that will require removing. The industry appreciates that mutual cooperation 
with the O.P.A. is necessary to work out a plan for an equitable method of rationing shoes in order to 
overcome the substantial decline which continues in the sale of popular price shoes since the rationing 
order. The consumers now hesitate and are not inclined to surrender ration stamps for the lower price 
shoes and this automatically forces the demand into higher price ranges. 


Our Part in the War Effort 


Until victory is won, your company will continue to cooperate wholeheartedly and energetically 
with the Federal Government in every possible way. The payroll deduction plan for the purchase of War 
Bonds has been adopted throughout the organization and War Stamps are also sold to the public in 
each store. A number of stores have special booths for this purpose and are also authorized issuing 
agents for War Bonds. These efforts account for approximately $1,000,000 in Bonds and Stamps sold. 

Your company’s ‘‘Honor Roll,’’ to which we pay special tribute, is comprised of approximately 700 
regular employees now in active military service. Naturally, the continuing loss of the services of these 
employees constitutes a major man-power problem for the Management, but the situation is being met 
as best possible by the employment of others, including many female employees. 


Headquarters 


The War Department recently took over all of the leased premises occupied by your company’s 
general offices and warehouse, which made it necessary for us to find new quarters on short notice. 
We were able to lease the building we now occupy, containing approximately 200,000 sq. ft. of floor 
space. With limited government priorities for materials obtained, the most essential alterations were 
made to adequately provide for our needs, at least for the duration. 


Store Expansion 


Gross investments in improvements, alterations and equipment amounted to $261,131 for the year. 
On account of the war emergency, your company’s expansion program was halted during 1942. Kight 
new stores, on which construction was completed or in progress when construction restrictions became 
effective, commenced operations during the year, Two stores were closed on account of lease expira- 
tions, leaving 168 stores in operation at the close of the year. Such construction restrictions also cur- 
tailed the enlargement and remodeling of.some stores so scheduled. Improvements are thus limited to 
general maintenance and repairs. 

Mr. Chas. H. Sandford, who has had many years of Chain Store Leasing experience, has been 
employed as manager of the company’s Real Estate Department. 


Our Employees 


Wages and salaries paid to employees in 1942 amounted to $5,956,472, an increase of $1,474,752 
over the previous year. This includes Christmas bonuses, which in 1942 amounted to $106,944, and 
were paid to all employes, including those in military service. 

It is recognized that the continued success of our business depends greatly upon the loyalty and 
cooperation of everyone connected with it. The Company acknowledges with sincere appreciation the 
efforts of all its officers, executives, and all employees in extending their wonderful spirit of loyalty 
for the mutual welfare. The Management strives to maintain this pleasant relationship at all times. 


In Closing 


Your Management looks to the future with confidence. While the war conditions confront us daily 
with many new and difficult problems, the experience of the past, coupled with the strong financial 
stability of our company, enable us to cope with such problems with a feeling of security. 


Respectfully, 


St. Louis, Missouri, 
March 17, 1943. President. 


EDISON BROTHE 


(A Delaware 
and Subsidia 


Consolidated Balance Shee 


ASSETS 
CURRENT ASSETS: 
Cash on deposit and on hand.................0000........ 
United States Government Securities at cost 


$ 2,557,919.17 


end acernead meres... cene 625,657.92 
Vemaern” Getit, DalamOee i slaccsenclenstertecieeeetens 3,068.21 
Merchandise inventories at the lower of cost or 

market— 

SERN Sinaia colo hed CELDT CAE $5,262,527.17 
RRR ON Me Ra DM Sere RTS AOORN See ee TIE 425,837.67 5,688,364.84 
TOTAL CURRENT ASSETS.............. 8,875,010.14 
OTHER ASSETS: 
Stocks of domestic corporations at adjusted 

UII... cecsshonsvss SatnasesnaisebaipineSiminicnentiatnnontd a aaa 3,072.00 
Cash value of $30,000.00 insurance on life of 

Ra ae Se Rene RN Be ea Ge Cat oe 7,290.00 
Deposits and advances on leases, ete..................- 34,605.86 
Sundry accounts receivable, ete., less reserve... 43,120.80 
Bonity in real eitste 48,840.50 136,929.16 

POST-WAR REFUND OF EXCESS PROFITS 
Fe aise pices aiadinedbnerouiaptingonncinins 248,116.37 
Reserve for 
Depreciation or 
FIXED ASSETS: At Cost Amortization 
Store fixtures and office equipment...................... $ 567,601.93 $ 244,719.52 
Improvements to leased premises.......................... 3,394,714.63  1,476,374.75 
Leasehold investments -.......------------e-seeeecoeeeeoes 113,437.50 37,094.11 
$4,075,754.06 $1,758,188.38  2,317,565.68 
DEFERRED CHARGES: 
Cees | SRA 9,483.37 
Prepaid taxes and other expenses........................ 17,765.08 | 
oe; RS aero ee oe 15,446.58 42,695.03 
$11,620,316.38 


NOTES: (A) Insurance is not carried with underwriters against losses of les 
(B) Both series of preferred stock are redeemable at the option of 

1937 series at $52 per share to March 15, 1947, and therea 

and thereafter at $52 per share to September 15, 1951, anc 

parity, to be paid $50 per share, plus any unpaid cumulativ, 

(C) The Federal Income and Excess Profits tax returns of the cor 

year 1940. | 


| 


RS STORES, Ine. 
Corporation) 
ry Companies 

as at December 31, 1942 


LIABILITIES 


CURRENT LIABILITIES: 


Accounts payable— 
Merchandise 


Expense 


eee ee ee eee a 


Customers’ deposits. 
Accrued expenses— 
Rent accrued under percentage leases 
- Social Security, State and local taxes 
Rs Nee GI WOOO La Se, 


Funds collected for Government Agencies— 
State sales taxes 


th he eee eee ee eee eee ee ee 


Old: Age Benefits tex i 
Federal income and excess profits taxes, esti- 
NE ee Ee oe on ee Fe 


Deduct—United States Tax Notes and ac- 
erued interest 


TOTAL CURRENT LIABILITIES.... 


RESERVE FOR LOSSES NOT COVERED BY 
INSU mANUM (Nete A). 


RESERVE FOR CONTINGENCIES... 


CAPITAL STOCK AND SURPLUS: 
Capital stock— 
Preferred, 5% cumulative, par value $50 per 
share, authorized and outstanding 60,000 
shares— 
30,000 shares, 1937 series (Note B).......... $1,500,000.00 
30,000 shares, 1941 series convertible un- 
til September 15, 1950 (Note B)............ 1,500,000.00 
Common, par value $2 per share, authorized 
500,000 shares, unissued 114,506 shares of 
which 66,666 shares are reserved for con- 
version of preferred shares— 











Issued. ............ 385,494 shares 770,988.00 
In treasury... 713 shares 1,426.00 
Outstanding ..384,781 shares 
Surplus— 
GCE eae, ae SORE ey Se 148,387.81 
fe LSE: See SU REA e ECN TERT Oe 4,185,641.17 


s than $10,000.00 at each retail unit. 


the Board of Directors in whole or in part on 45 days’ notice as follows: 


fter at $51.50 per share; 1941 series at $52.50 per share to September 15, 1946, 
thereafter at $51.50 per share. Upon liquidation both series are entitled, on a 


e dividends, before any distribution to the common stock. 


mpanies have been examined by the Bureau of Internal Revenue through the 


$1,120,954.51 


265,521.99 $ 1,386,476.50 


205,139.18 
172,353.30 
9,743.41 


136,745.90 


4,546.34 
15,497.96 


3,130,000.00 
1,983,612.00 


3,000,000.00 


769,562.00 


4,334,028.98 


9,626.47 


387,235.89 


156,790.20 


1,146,388.00 


3,086,517.06 


182,091.97 
248,116.37 


8,103,590.98 


$11,620,316.38 


EDISON BROTHERS STORES, Inc. 


(A Delaware Corporation) 


and Subsidiary Companies 


Statement of Consolidated Earned Surplus 
For the Year Ended December 31, 1942 


TR SURE | | iene See OE OE ee 


Add: 


Net tramafor from: nroGe Smid 1OWG oi. cccnssccncessnssasnnntrenenscnctnnevinna 


Deduct : 
Dividends paid in cash— 
Preferred stock— 


ERR ON PLO Rasta eee ARs SAI ED $75,000.00 
Rn a Lo Se rete RUA be Sree 75,000.00 $150,000.00 
NO SN MT eRe 2 COORU SED. Lomo UNE Sr 480,976.25 
BALANCE, DECEMBER 31, 1942........0.0002-- 





$3,815,710.55 


1,000,906.87 


4,816,617.42 


630,976.25 


$4.185,641.17 


EDISON BROTHERS STORES, Inc. 


(A Delaware Corporation) 


and Subsidiary Companies 


Summary of Consolidated Profit and Loss and Earned Surplus 


For the Year Ended December 31, 1942 


Particulars 


gt. ee EE on a on A CE 


COST OF GOODS SOLD AND STORE OPERATING EX- 
PENSES, EXCLUSIVE OF DEPRECIATION AND AMORTI- 
SAE PO TER MN isa Essel ash iececdgdtbns seins Ubon nota casi 


DEDUCT: 
Administrative and general expemnses................0...-2.0c-00ceseeeeeeeoeee $1,169,177.55 


Depreciation of store fixtures, office equipment, etc., and 
amortization of improvements to leased premises.................. 363,984.50 


OTHER EXPENSES: 


Net expense of closing stores, sub-leasing premises, ete........... 5,880.10 
Proe-cpening eters rentals a nk heen 13,534.31 
pancry cher expats, net 4,929.39 


PROFIT BEFORE PROVISION FOR TAXES 
ON INCOME AND CONTINGENCIES... 
PROVISION FOR TAXES ON INCOME: 


Normal tax, surtax, capital stock and declared value excess 
Pe RRL, EER oes Ree ae shee Pn Es a ee ee Oe 649,984.59 


Excess profits tax (not reduced by estimated post-war refund 


of $248,116.37 credited to reserve for contingencies).............. 2,481,163.70 
Total Pederal taxes, 3,131,148.29 
pudte tases baked on Miéomiee on 74,000.00 


NET PROFIT TRANSFERRED TO SURPLUS.... 


Amount 





$45,952,207.81 


40,188,646.80 
5,763,561.01 


1,533,162.05 
4,230,398.96 


24,343.80 


4,206,055.16 


3,205,148.29 
$1,000,906.87* 


*The net profit transferred to surplus does not include $248,116.37 


in respect of post-war refund of excess profits tax. 


S. D. LEIDESDORF & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 
208 NORTH BROADWAY 
ST. LOUIS 


Board of Directors, 
Edison Brothers Stores, Inc., 
St. Louis, Missouri. 


We have examined the balance sheet of EDISON BROTHERS 
STORES, INC. (a Delaware corporation) and subsidiary companies 
as of December 31, 1942, and the consolidated statements of profit 
and loss and of surplus for the year then ended, have reviewed the 
system of internal control and the accounting procedures of the com- 
panies and, without making a detailed audit of the transactions, have 
examined or tested accounting records of the companies and other 
supporting evidence, by methods and to the extent we deemed appro- 
priate. Our examination was made in accordance with generally ac- 
cepted auditing standards applicable in the circumstances and included 
all procedures which we considered necessary. 


In our opinion, the accompanying balance sheet and related con- 
solidated statements of profit and loss and of surplus present fairly 
the consolidated position of EDISON BROTHERS STORES, INC., 
and subsidiary companies at December 31, 1942, and the result of 
their operations for the year, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 


S. D. LEIDESDORF & CO. 


St. Louis, Missouri, 
March 15, 1943. 
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Edison Brothers Stores, Ince. 
September 10, 1942 
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